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THE ROLE OF SMALL MANUFACTURING • ENTERPRISES 
IN THE BALANCED ECONOMIC AND SOCIAL 
DEVELOPMENT 0 ^ LÀTÏN AMERICA 
I n t r o d u c t i o n 
1 . Recent e x p e r i e n c e i n the v a r i o u s d e v e l o p i n g c o u n t r i e s 
shows t h a t s m a l l - s c a l e i n d u s t r y may have t o "be a s s i g n e d an 
impor tant r o l e i n any programme of i n d u s t r i a l i s a t i o n . E i r s t 
i t makes p o s s i b l e economies i n the u s e of c a p i t a l and may a l s o 
b r i n g i n t o p r o d u c t i v e u s e s m a l l s a v i n g s which would n o t 
o t h e r w i s e have been i n v e s t e d . S e c o n d l y , a g i v e n amount of 
c a p i t a l i n v e s t e d i n s e l e c t i v e s m a l l - s c a l e u n d e r t a k i n g s may 
p r o v i d e more employment, a t l e a s t i n t h e s h o r t run, than t h e 
same amount i n v e s t e d i n l a r g e — s c a l e u n d e r t a k i n g s and t h i s 
i s a v e r y important advantage f o r c o u n t r i e s where l a b o u r 
i s abundant and c a p i t a l s c a r c e . T h i r d l y , i n a p l a n n e d 
programme o f i n d u s t r i a l i s a t i o n s m a l l - s c a l e i n d u s t r i e s u t i l i s i n g 
improved t e c h n o l o g y and e f f i c i e n t l y managed can be u s e d t o 
meet t h e r i s i n g demand f o r consumer g o o d s . F o u r t h l y , s m a l l -
s c a l e i n d u s t r y may p r o v i d e a ready market f o r i n d u s t r i a l 
s u p p l i e s , t o o l s and s m a l l machines produced "by l a r g e r u n d e r -
t a k i n g s . F i f t h l y , i t may e n a b l e i n c r e a s i n g numbers o f 
s m a l l e n t r e p r e n e u r s and w o r k e r s , p a r t i c u l a r l y i n t h e r u r a l 
a r e a s , t o a c q u i r e a t l e a s t some knowledge of modern m e c h a n i c a l 
and i n d u s t r i a l p r o c e s s e s and t h u s h e l p t o Tcuild up a p o o l 
o f s k i l l e d workers and management f o r f u r t h e r i n d u s t r i a l i s a -
t i o n . S i x t h l y , the r i s e o f l a r g e - s c a l e m a n u f a c t u r i n g 
i n d u s t r y i n key s e c t o r s opens up f r e s h o p p o r t u n i t i e s f o r 
s m a l l - s c a l e e n t e r p r i s e i n a number of new f i e l d s : the 
p r o c e s s i n g o f a g r i c u l t u r a l p r o d u c t s , t h e manufacture o f a g r i -
c u l t u r a l implements and i r r i g a t i o n equipment and l i g h t 
e n g i n e e r i n g p r o d u c t s , p a r t i c u l a r l y machine t o o l s and b i c y c l e s , 
s e w i n g machines and a u t o m o b i l e p a r t s . L a s t l y , the e n c o u r a g e -
ment o f s m a l l - s c a l e i n d u s t r y may h e l p t o p r e s e r v e a h e a l t h y 
b a l a n c e between urban and r u r a l a r e a s and t o ensure t h a t 
a d d i t i o n a l employment and t h e incomes c r e a t e d by i n d u s t r i a l i s a -
t i o n are spread e v e n l y throughout t h e c o u n t r y . 
2. The c o n s i d e r a t i o n s o u t l i n e d above would seem t o 
i n d i c a t e t h a t s m a l l e n t e r p r i s e s c o u l d make a d e f i n i t e c o n t r i -
b u t i o n t o r a p i d i n d u s t r i a l i s a t i o n . The p r e s e n t paper w i l l 
e n l a r g e upon t h r e e a s p e c t s of t h e i r r o l e i n L a t i n America, 
which are o f p a r t i c u l a r i n t e r e s t t o t h e I n t e r n a t i o n a l Labour 
O r g a n i s a t i o n . 
1 
I n t e r n a t i o n a l Labour O f f i c e s S e r v i c e s f o r Small S c a l e 
I n d u s t r y (Geneva 1961) pp. 2 0 - 2 2 . 
* * 
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1 . Trends i n employment and income d i s t r i b u t i o n . 
2 . P u b l i c p o l i c i e s and i n s t i t u t i o n s for" the promot ion 
o f s m a l l i n d u s t r i e s . 
3 . H a r m o n i s a t i o n o f s o c i a l and economic p o l i c i e s f o r 
s m a l l i n d u s t r y d e v e l o p m e n t . 
As t h e problems e n c o u n t e r e d ar e c o m p l i c a t e d , and a s r e l a t i v e l y -
l i t t l e e x p e r i e n c e i s a v a i l a b l e t o draw u p o n , ' t h e purpose o f 
t h i s paper i s t o s t i m u l a t e d i s c u s s i o n r a t h e r than t o p r e s e n t 
s o l u t i o n s . 
Trends i n .Employment and Income D i s t r i b u t i o n 
3 . Economic growth r a t e s i n ' s e v e r a l L a t i n American 
c o u n t r i e s have been w e l l above t h e a v e r a g e f o r t h e d e v e l o p i n g 
c o u n t r i e s a s a whole i n r e c e n t y e a r s . For example , i n Peru 
t h e annua l r a t e of growth of G-.N.P. was 5 . 3 per c e n t , on t h e 
a v e r a g e between 1950 and 1963 . In B r a z i l i t was 6 . 0 p e r 
c e n t . , i n Mexico 6 . 4 per c e n t , and i n V e n e z u e l a 8 . 0 p e r c e n t . 
These f i g u r e s are i m p r e s s i v e but l i k e a l l a g g r e g a t e s t h e y h i d e 
t h e d i s p a r i t i e s which e x i s t be tween v a r i o u s s e c t o r s of t h e 
economy and between d i f f e r e n t groups w i t h i n t h e community. 
Hot a l l have shared i n the i n c r e a s e d p r o s p e r i t y . One 
d i s q u i e t i n g f e a t u r e has been the t e n d e n c y towards i n c r e a s i n g 
i n e q u a l i t y i n p r o d u c t i v i t y l e v e l s and income d i s t r i b u t i o n s 
be tween town and c o u n t r y on t h e one hand and, w i t h i n t h e urban 
a r e a s , between t h o s e engaged i n t h e s o - c a l l e d "modern s e c t o r " 
and t h o s e i n t r a d i t i o n a l h a n d i c r a f t s ' and s e r v i c e t r a d e s . Thus, 
i n B r a z i l t h e i n d u s t r i a l i s e d s o u t h e r n s t a t e Guanabara has an 
a v e r a g e p e r c a p i t a income t e n t imes '"that of t h e p r e - d o m i n a n t l y . 
a g r i c u l t u r a l n o r t h - e a s t e r n s t a t e Piaui.-*- In Peru average 
income i s $250 but f o r more than h a l f t h e p o p u l a t i o n i t i s 
around $ 6 0 . 2 i n C h i l e l e s s than 5 p e r c e n t , of t h e p o p u l a t i o n 
e x e r c i s e more than 50 per c e n t , of t h e t o t a l s p e n d i n g power .3 
4 . These d i s c r e p a n c i e s r e f l e c t two i n t e r - r e l a t e d f a c t o r s . 
The f i r s t i s the f a i l u r e o i p r o d u c t i v e employment o p p o r t u n i t i e s 
t o keep pace w i t h p o p u l a t i o n growth , r e s u l t i n g i n mount ing 
1 
S.H. Robocks B r a z i l ' s D e v e l o p i n g North-East» . 
Washington , D . C . , f t a b l e 2 . 5 , page 36 . 
2 
Report i n The Times, London, 30 September 1965 . 
3 
Report i n The Times , London, 19 October 1965« 
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underemployment i n t h e t r a d i t i o n a l o c c u p a t i o n s , a g r i c u l t u r e , 
h a n d i c r a f t s , s m a l l - s c a l e a r t i s a n a c t i v i t i e s and p e t t y s e r v i c e 
t r a d e s . In B r a z i l q u a n t i t a t i v e data a r e l a c k i n g hut t h e r e 
i s a g e n e r a l r e c o g n i t i o n o f t h e f a c t t h a t d i s g u i s e d unemploy-
ment i s w i d e s p r e a d i n t h e urban a r e a s . The h i g h r a t e o f 
p o p u l a t i o n growth has meant t h e y e a r l y e n t r y on t h e l a b o u r 
market of a l a r g e number o f youths5 t h e l a r g e and u n -
i n t e r r u p t e d m i g r a t i o n i n t o the c i t i e s o f r u r a l c o n t i n g e n t s 
w i t h many p e r s o n s w h o l l y unprepared f o r p r o d u c t i o n work i n 
t h e s e c o n d a r y . a n d t e r t i a r y s e c t o r s we igh on t h e "a lready 
s u p e r - s a t u r a t e d urban l a b o u r market . Thus t h e unemployment 
and part -employment f i g u r e s r e a c h h i g h p r o p o r t i o n s , a t t i m e s 
even d i s t r e s s i n g , i n the s h a n t y towns and o t h e r slum d i s t r i c t s 
which are t y p i c a l unemployment p o c k e t s . 
5 . In V e n e z u e l a i t has been e s t i m a t e d t h a t t h e a v e r a g e 
p e a s a n t works on o n l y 150 days i n t h e y e a r . . A sample s u r v e y 
conducted i n Ecuador showed t h a t f a m i l i e s on r e p r e s e n t a t i v e 
farms were employed on o n l y 27 p e r c e n t , t o 43 p e r c e n t , o f 
the working t ime a v a i l a b l e . 2 In Mex ico , i t i s t h o u g h t t h a t 
*--" 0 11 s e employed i n urban t r a d e s ana s e r v i c e s may 
6 . The S 6: C OH d f a c t o r i s t h e t endency f o r i n v e s t m e n t t o 
c o n c e n t r a t e i n the modern s e c t o r s , i n e x p o r t - o r i e n t e d a r e a s , 
e . g . t h e m i n i n g and e x t r a c t i o n of n i t r a t e s and copper i n C h i l e 
and p e t r o l e u m i n V e n e z u e l a , a s w e l l a s i n i m p o r t - s u b s t i t u t i n g 
a r e a s , e . g . motor c a r s and o t h e r consumer d u r a b l e s manufac tured 
i n B r a z i l . As t h e p l a n t ana machinery r e q u i r e d by modern 
t e c h n o l o g i e s have been m o s t l y imported from t h e U . S . A . and 
Europe, t h e c a p i t a l i n v e s t m e n t p e r workp lace h a s been o f a 
s i m i l a r o r d e r a s found i n t h o s e c o u n t r i e s , i . e . 1 1 0 , 0 0 0 t o 
$ 2 5 , 0 0 0 per worker . T h i s has r a i s e d manpower p r o d u c t i v i t y 
and e a r n i n g s i n t h e s e f a c t o r i e s t o v e r y h i g h l e v e l s » But , 
because t h e t o t a l c a p i t a l f u n d s p e r head of t h e p o p u l a t i o n are 
low, t h i s "bunching" of the i n v e s t m e n t f l o w s has t e n d e d t o 
" F r i c t i o n i n the Labour Market", Conjunctura E conomica . 
October 1964. S i m i l a r v i e w s ar e a l s o e x p r e s s e d by 
E. de 0 . Campcs, B r a z i l , i n Appendix 1 , Case S t u d i e s i n 
Employment Problems , Employment O b j e c t i v e s i n Economic 
Deve lopment , I . . 0 . , Geneva, 1961 . 
• 
2 
See I t a l c o n s u l t , P r e s u p u e s t o s H a c i é n d a l e s , Qui t e s 
Junto N a c i o n a l d e . P l a n i f i c a c i ó n y C o o r d i n a c i o n Económico , 1963-
^ A . J . J a f f e : "People , Jobs ana Economic Deve lopment" , 
Free P r e s s , G-lencoe, I l l i n o i s , 1959» 
h o l d "back t h e r a t e o f c a p i t a l a c c u m u l a t i o n i n t h e t r a d i t i o n a l 
s e c t o r s , and t h e r e f o r e widened t h e p r o d u c t i v i t y gap between 
them. Thus, i n V e n e z u e l a , p r o d u c t i v i t y i n the h i g h l y 
c a p i t a l - i n t e n s i v e p e t r o l e u m i n d u s t r y whi-ch employs o n l y 1 . 3 ' 
p e r c e n t , of the t o t a l l abour f o r c e , i s now 60 t i m e s t h e 
a v e r a g e l e v e l i n a g r i c u l t u r e , which i s r e s p o n s i b l e f o r 2 8 . 5 
p e r c e n t , o f t o t a l e m p l o y m e n t I n Ecuador , a r t i s a n work-
shops ( w i t h l e s s than s e v e n workers ) employ some 8 9 . p e r c e n t , 
o f the l a b o u r f o r c e i n m a n u f a c t u r i n g i n d u s t r i e s . Average 
t o t a l c a p i t a l i n v e s t m e n t per worker i s o n l y $6"0, however . 
T h e r e f o r e t h e p r o d u c t i v i t y i s but o n e - s i x t h of the l e v e l i n 
f a c t o r i e s employ ing 200 or more w o r k e r s . 2 
7 . These d i s p a r i t i e s are i n s t r i k i n g 'contrast t o t h e 
s i t u a t i o n i n the advanced economies l i k e the U . S . A . where 
a v e r a g e p r o d u c t i v i t y l e v e l s i n a g r i c u l t u r e and i n d u s t r y are 
s i m i l a r 3 , and where n e t output p e r worker i n s m a l l f i r m s w i t h 
l e s s than 100 workers i s 85 per c e n t , of t h e average f o r t h e 
whole of m a n u i a c t u r i n g . 4 Th i s i s b e c a u s e p r o d u c t i v i t y growth 
i n the v a r i o u s s e c t o r s tended t o p r o c e e d p a r i p a s s u over the 
y e a r s , w i t h o u t undue i n e q u a l i t i e s i n t h e r e s p e c t i v e r a t e s o f 
c a p i t a l a c c u m u l a t i o n a p p e a r i n g i n any p e r i o d . 
8 . I t w i l l n o t be easy t o c l o s e t h i s gap. Market 
f o r c e s a l o n e , t e n d t o p e r p e t u a t e or even w i d e n t i t . Something 
s i m i l a r t o the ""backwash" e f f e c t s o b s e r v e d i n the i n t e r - . . 
n a t i o n a l r e l a t i o n s be tween r i c h and poor n a t i o n s appears t o 
o c c u r i n t e r n a l l y a s wel l . -5 T h i s can Ise s e e n i n B r a z i l . A 
s t e e p r e g r e s s i o n i n income . d i s t r i b u t i o n h a s produced a r a p i d 
e x p a n s i o n i n the c a p i t a l - i n t e n s i v e i n d u s t r i e s making import 
s u b s t i t u t e s , e . g . motor c a r s , , f o r t h e h i g h e r income g r o u p s . 
1 P l a n de l a N a c i o n , 1 9 6 3 - 6 6 , Caracas , Mayo, 1963 . 
2 
The A r t i s a n Community i n E c u a d o r ' s M o d e r n i s i n g Economy, 
Stamford R e s e a r c h I n s t i t u t e , Menlo Park ¡""Calif o r n i a , 19 63~i 
^ Simon Kuznetss S i x L e c t u r e s on Economic Growth, Pree . 
P r e s s , G l e n c o e , 1959 , t a b l e 7 . 
^ Eugene S t a l e y and R i c h a r d Morse: ' Modern Smal l I n d u s t r y 
D e v e l o p i n g C o u n t r i e s , McGraw H i l l , 1965 , page 17 . 1 1 
^ Gunnar Myrdair R ich Lands and P o o r , Harper, 1 9 5 7 . 
Whereas t h e r e l a t i v e l y l a b o u r - i n t e n s i v e i n d u s t r i e s , l i k e 
t e x t i l e s and f o o d p r o c e s s i n g , which depend.upon t h e mass market 
have expanded more slowly.-^- Thus i n d u s t r i a l employment 
i n c r e a s e d by j u s t 2 . 5 p e r c e n t , p e r annum l e t w e e n 1959 and 
1963 compared w i t h the a v e r a g e p o p u l a t i o n growth r a t e o f over 
3 p e r c e n t . Hence t h e s e c t o r ' s share o f t o t a l employment 
dropped t o 1 1 . 5 p e r c e n t , i n 1963« P r o d u c t i v i t y i n manu-
f a c t u r i n g and m i n i n g went up Toy 6 . 9 p e r c e n t , p e r annum on 
t h e a v e r a g e i n t h e p e r i o d . In a g r i c u l t u r e , however , which 
employs an e s t i m a t e d 60 p e r c e n t , of t h e l a b o u r f o r c e and had 
t o absorb much o f t h e p o p u l a t i o n u p s u r g e ^ , p r o d u c t i v i t y r o s e 
by l e s s t h a n 1 p e r c e n t , p e r annum.3 T h i s i n t u r n r e i n f o r c e d 
t h e c o n c e n t r a t i o n o f i n v e s t m e n t and i n d u s t r i a l o u t p u t i n the 
more c a p i t a l - i n t e n s i v e modern s e c t o r c a t e r i n g f o r the h i g h 
income e l i t e , and the p r o c e s s g o e s on. I t was a c c e n t u a t e d 
"k»y t h e i n f l a t i o n which h a s been s u c h a f e a t u r e of t h e 
B r a z i l i a n economy f o r some y e a r s . I n d u s t r i a l i s t s were a b l e 
t o o b t a i n cheap f o r e i g n exchange f o r machinery i m p o r t s and 
borrow a t home a t n e g a t i v e i n t e r e s t r a t e s . 
P u b l i c P o l i c i e s and I n s t i t u t i o n s f o r Smal l I n d u s t r y Promot ion 
9. The f a c t t h a t f r e e market f o r c e s by t h e m s e l v e s w i l l 
n o t c o r r e c t t h i s fundamenta l d i s e q u i l i b r i u m has now been 
r e c o g n i s e d . In the words of Haul P r e b i s c h , "The n o t i o n , 
which d i e s hard , t h a t deve lopment t a k e s p l a c e s p o n t a n e o u s l y , 
w i t h o u t a r a t i o n a l and d e l i b e r a t e e f f o r t t o a c h i e v e i t , h a s 
proved t o be an i l l u s i o n , bo th i n L a t i n America and i n t h e 
o t h e r p e r i p h e r a l r e g i o n s of t h e w o r l d . Eor a c e n t u r y now 
our economies have been l i n k e d t o t h e i n t e r n a t i o n a l economy, 
and 50 p e r c e n t , of t h e p o p u l a t i o n i s s t i l l s t a g n a t i n g i n p r e -
c a p i t a l i s t c o n d i t i o n s which a r e i n c o m p a t i b l e w i t h i t s growing 
economic and s o c i a l a s p i r a t i o n s . " 4 - The l a t e s t B r a z i l i a n 
p l a n s e t s out p o s i t i v e s t e p s t o r e s t o r e t h e b a l a n c e . A 
fundamenta l aim i s "To s t i m u l a t e t h e deve lopment o f s e c t o r s 
o f low c a p i t a l - i n t e n s i t y " . I t m e n t i o n s a number of measures 
f o r t h e s p e c i f i c purpose o f employment c r e a t i o n . 
1 See ; P .R . Haddad, "Impasse du deve lopment économique 
au B r é s i l ? " , H e vue de l ' A c t i o n P o p u l a i r e . , March 1965 . . 
2 
A c c o r d i n g t o t h e A g r i c u l t u r a l Census , t h e a g r i c u l t u r a l 
l a b o u r f o r c e went up from 1 0 , 9 9 6 , 8 3 4 i n 1950 t o 1 5 , 5 2 1 , 7 0 1 
i n I960 - Attuario E s t a t i s t i c o do B r a s i l 1?64-
^ M i n i s t é r i o do Planej'amento e Cooràip.açâo Economica, 
Programa de ASao Economica do Govèrno, 1 9 6 4 - 6 6 , Rio de 
J a n e i r o , November 1964 . 
^ Raul P r e b i s c h : "Towards A Dynamic Development P o l i c y 
f o r L a t i n America", the Economic Commission f o r L a t i n America, 
A p r i l 1963 . 
- 6 -• 
( a ) s t i m u l u s t o c o n s t r u c t i o n through, a h o u s i n g programme 
and a reform, i n r e n t l e g i s l a t i o n ? ' > 
(b) i n c r e a s i n g r u r a l employment o p p o r t u n i t i e s through, 
a g r a r i a n r e f o r m ; . 
( c ) i n c e n t i v e s t o e x p o r t , p a r t i c u l a r l y , i n the c a s e of 
l a b o u r - i n t e n s i v e i n d u s t r i a l p r o d u c t s ; 
(d) d e s i g n o f wage, c r e d i t and exchange p o l i c i e s t h a t w i l l 
n o t produce e x a g g e r a t e d i n c e n t i v e s t o , s u b s t i t u t e 
c a p i t a l for. labour^ 
( e ) i n c e n t i v e s f o r a r t i s a n and s m a l l - s c a l e r u r a l i n d u s t r i e s 
t o be s e t up f o r t h e p r o c e s s i n g of l o c a l 'raw m a t e r i a l s . . 
10 . What i s most s i g n i f i c a n t about t h i s new approach i s 
n o t j u s t t h e v i e w t h a t a s m a l l - s c a l e r e l a t i v e l y l a b o u r -
i n t e n s i v e i n d u s t r y can c o n t r i b u t e g r e a t l y t o t h e p r o v i s i o n 
of p r o d u c t i v e j o b s f o r t h e r a p i d l y - g r o w i n g p o p u l a t i o n and i n 
s p r e a d i n g the b e n e f i t s o f economic p r o g r e s s more w i d e l y , 
but a l so ' t h a t t h i s r o l e cannot be f u l f i l l e d w i t h o u t t h e 
b a c k i n g of p o s i t i v e and w e l l - c o n c e i v e d p r o m o t i o n a l p o l i c i e s 
on t h e p a r t of t h e c e n t r a l government a u t h o r i t i e s . T h i s can 
be s e e n e l s e w h e r e on the c o n t i n e n t . Some L a t i n American 
c o u n t r i e s are s t i l l concerned m a i n l y wi th ' r e v i t a l i s i n g 
t r a d i t i o n a l h o u s e h o l d m a n u f a c t u r i n g e s t a b l i s h m e n t , w h i l e i n 
o t h e r s , a more dynamic approach a t t h e p o l i c y l e v e l t o promote 
Tooth. t r a d i t i o n a l and modern s m a l l i n d u s t r i e s h a s n o t y e t been 
t r a n s l a t e d i n t o p r a c t i c a l a c t i o n . However, an i n c r e a s i n g 
number o f them are now e m p h a s i s i n g t h e g r a d u a l t r a n s f o r m a t i o n 
o f s m a l l i n d u s t r i e s i n t o modern i sed u n i t s o f p r o d u c t i o n which 
do n o t compete w i t h medium ana l a r g e s c a l e i n d u s t r y but are 
•complementary-to them, t h u s f o r m i n g an i n t e g r a l p a r t of the 
i n d u s t r i a l economy a s a w h o l e . 
11 . The many d i f f i c u l t i e s which c o n f r o n t s m a l l i n d u s t r y 
deve lopment d e r i v e , i n t h e f i n a l a n a l y s i s , from one s i n g l e 
f a c t o r i „..the i n a b i l i t y . o f t h e s m a l l e n t r e p r e n e u r a s w e l l a s 
t h e m a s t e r c r a f t s m a n t o cope w i t h t h e prob lems t h a t the 
o p e r a t i o n a n d - m o d e r n i s a t i o n of a s m a l l e n t e r p r i s e can r a i s e 
w i t h o u t o u t s i d e c o - o p e r a t i o n a n d ' a s s i s t a n c e . .Management 
per formance i n s m a l l e n t e r p r i s e s i s o f t e n u n b a l a n c e d because 
t h e m a s t e r c x a f t s m a n who o p e r a t e s a s m a l l e s t a b l i s h m e n t of 
t h e h o u s e h o l d type-,, and t h e owner-manager o f ' a l i t t l e f a c t o r y 
a r e u n a b l e t o per form by t h e m s e l v e s i n a f u l l y s a t i s f a c t o r y -
manner a l l the v a r i e d t a s k s r e q u i r e d f o r s u c c e s s f u l , o p e r a t i o n . 
An i n e v i t a b l e r e s u l t i s t h a t seme management f u n c t i o n s a r e 
b e i n g n e g l e c t e d and the p r o g r e s s o f t h e u n d e r t a k i n g r e t a r d e d . 
The s m a l l workshop owner may "be an a c c o m p l i s h e d t e c h n i c i a n hut 
h i s p r o d u c t s may n o t meet market r e q u i r e m e n t s or may have t o 
be s o l d a t p r i c e s which do n o t y i e l d a p r o f i t ; or he may 
have t h e commercial t a l e n t but f a i l t o o r g a n i s e p r o d u c t i o n 
i n an e f f i c i e n t manner e s p e c i a l l y when h i s e n t e r p r i s e d e v e l o p s 
i n s i z e , r e q u i r i n g modern p l a n n i n g and c o n t r o l t e c h n i q u e s . 
As t h e s m a l l u n d e r t a k i n g cannot a f f o r d t o employ a group 
of p e r s o n s f o r t h e v a r i o u s m a n a g e r i a l t a s k s i t does n o t have 
t h e advantage of mutual c o n s u l t a t i o n and a s s i s t a n c e which 
comes n a t u r a l l y i n a l a r g e r e n t e r p r i s e w i t h i t s s t a f f of t o p , 
midd le and lower e x e c u t i v e s . D r i v e n by h i s d e s i r e t o o r g a n i s e 
i n d e p e n d e n t l y and working on h i s own, the s m a l l e n t r e p r e n e u r 
h a s l i t t l e o p p o r t u n i t y t o keep a b r e a s t of modern d e v e l o p m e n t s 
i n such f i e l d s a s advanced m a n u f a c t u r i n g p r o c e s s i n g , consumer 
p r e f e r e n c e s and market r e q u i r e m e n t s . N e i t h e r i s he a b l e t o 
a v a i l h i m s e l f o f t h e economies o f s c a l e i n bulk b u y i n g and 
m a r k e t i n g . Small e n t r e p r e n e u r s f i n d i t d i f f i c u l t t o take 
t ime o f f t o undergo s y s t e m a t i c t r a i n i n g t o d e v e l o p t h e i r 
m a n a g e r i a l t a l e n t s and l a c k t h e r e s o u r c e s a s w e l l a s t h e i n s i g h t 
i n t h e i r own problems t o c a l l upon o u t s i d e c o n s u l t a n c y s e r v i c e s 
t o improve o p e r a t i o n s . A l s o t h e f i n a n c i a l and human r e s o u r c e s 
i n the s m a l l e n t e r p r i s e do not g e n e r a l l y permi t t h e employers 
t o sond the workers f o r an ex tended p e r i o d of t ime t o v o c a t i o n a l 
t r a i n i n g c e n t r e s f o r s k i l l u p g r a d i n g and a d j u s t m e n t . 
12. There i s a growing a w a r e n e s s of the f a c t t h a t t o 
d e v e l o p s m a l l i n d u s t r i e s , p r o m o t i o n a l s e r v i c e s o í some magni tude 
are r e q u i r e d and t h a t such s e r v i c e s shou ld i n c l u d e measures 
which would improve e n t r e p r e n e u r a l and m a n a g e r i a l per formance 
i n s m a l l e n t e r p r i s e s . There i s , however , an i n c r e a s i n g 
a p p r e c i a t i o n of t h e f a c t t h a t any s m a l l i n d u s t r i a l m o d e r n i s a t i o n 
and development programme s h o u l d l»e e x e c u t e d i n an i n t e g r a t e d 
manner. E x p e r i e n c e o f p r o m o t i o n a l work f o r s m a l l i n d u s t r i e s 
a l l o v e r the wor ld has demons tra ted c o n c l u s i v e l y t h a t p i e c e m e a l 
and -unre lated i n t r o d u c t i o n of modern t e c h n o l o g i e s and methods 
o f p r o d u c t i o n , a s w e l l a s i n c i d e n t a l measures p r o v i d i n g f o r 
s k i l l improvement, d i s s e m i n a t i o n of modern d e s i g n s , s u p p l y o f 
c r e d i t , c r e a t i o n o f improved m a r k e t i n g o u t l e t s and f o r r a i s i n g 
l a b o u r s t a n d a r d s i n s m a l l u n d e r t a k i n g s , do n o t y i e l d r e s u l t s 
which are even r e m o t e l y commensurate w i t h the e f f o r t s made and 
the money spent by t h e p u b l i c a u t h o r i t i e s concerned . To meet 
the need f o r p r o m o t i o n a l s e r v i c e s ï o r s m a l l s c a l e and b a n d i e r a i t 
i n d u s t r i e s a number o f L a t i n American c o u n t r i e s have i n r e c e n t 
y e a r s d e v e l o p e d e l a b o r a t e i n s t i t u t i o n a l arrangements such a s t h e 
S e r v i c i o de Cooperac ión T è c n i c a o f t h e Corporac ión de Eomento 
d-e l a P r o d u c c i ó n (COREO), i n ffiIj.Xe, t h e EÏPEME of t h e Banco 
N a c i o n a l do Desenvolv imiento Econòmico (BEDS) i n B r a z i l , t h e 
D i v i s i o n de A r t o s a n i a y Pequeñas I n d u s t r i a s of t h e Centro de 
D e s a r r o l l o (PENDES) i n Ecuador , t h é N a t i o n a l F i n a n c i e r a ' de l a 
Pequeña I n d u s t r i a i n Mex ico , the Caja de C r é d i t o para l a Ayuda a 
l a Pequeña I n d u s t r i a i n Colombia, a s w e l l a s o t h e r d e v e l o p m e n t a l 
and p r o m o t i o n a l i n s t i t u t i o n s a i m i n g a t a s s i s t i n g m a n u f a c t u r i n g 
i n d u s t r y i n g e n e r a l i r r e s p e c t i v e of u n i t s i z e . 
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13. . The S e r v i c i o de Cooperac ión T é c n i c a i n - C h i l e 
i n i t i a t e d a few y e a r s ago ah e x t e n s i v e r e s e a r c h programmé t o 
improve t h e g e n e r a l c o n d i t i o n s under whiph s m a l l i n d u s t r i e s ••• 
o p e r a t e i n t h e c o u n t r y . R e s e a r c h i s b e i n g c a r r i e d out on 
t h e p r e v a i l i n g s t r u c t u r e and i t s a f f e c t - p o s i t i v e l y or 
n e g a t i v e l y - on t h e o p e r a t i o n and deve lopment of s m a l l e n t e r -
p r i s e s . , Other á r e a s of s tudy i n c l u d e import r e g u l a t i o n s , 
custom d u t i e s , c r e d i t schemes and g u a r a n t e e s . As p a r t o í i t s 
c u r r e n t programme t h e S e r v i c i o i s g i v i n g i n - p l a n t t e c h n i c a l 
a d v i c e on improved methods of p r o d u c t i o n , a c c o u n t i n g , c o s t i n g , 
p u r c h a s i n g , ' e t c . , t o many s m a l l e n t e r p r i s e s throughout t h e 
c o u n t r y . ' Apart from a l o a n programme i n s m a l l i n d u s t r i e s 
t h e S e r v i c i o a l s o h e l p s s m a l l e n t e r p r i s e s i n f i n d i n g p o t e n t i a l 
market s and p r o v i d e s a d v i c e on l e g a l and a d m i n i s t r a t i v e 
p r o b l e m s . C o - o p e r a t i v e arrangements between e n t e r p r i s e s are 
b e i n g promoted, e i t h e r through e x i s t i n g ' a s s o c i a t i o n s and c o -
o p e r a t i v e s o c i e t i e s or by e n c o u r a g i n g t h e f o r m a t i o n o f new 
g r o u p s . In a d d i t i o n t h e S e r v i c i o has o r g a n i s e d an annual 
c o m p e t i t i o n open t o s c i e n c e s t u d e n t s a t t h e u n i v e r s i t y l e v e l 
vvj. oii. uiic u u j t u i / ux i c w a i u i u g uiic u o a u ¿ja u i í u a a j . o auj. i/iic 
e s t a b l i s h m e n t and o p e r a t i o n of new s m a l l i n d u s t r i e s p r o j e c t s 
which c o u l d be p r o f i t a b l y s e t up i n t h e c o u n t r y . The winners-1 
are g i v e n the o p p o r t u n i t y t o b e g i n a c a r e e r a s s m a l l e n t r e -
p r e n e u r s a s s i s t e d and supported w i t h l o n g term c r e d i t and 
a d v i c e from t h e S e r v i c i o . With support from t h e S p e c i a l Fund -
and the' I n t e r n a t i o n a l l a b o u r O f f i c e , t h e S e r v i c i o h a s i n -
t r o d u c e d a t r a i n i n g programme f o r i n s t r u c t o r s and foremen i n 
m a n u f a c t u r i n g i n d u s t r y i n S a n t i a g o . T h i s programme i s o f 
fifiriRi H p r n h l c i r>r «-h •f'<̂ r> thm toi a i n e n f t p ^ h n i n a l bVí 1 1 h i "-"> — — w — - — - - —— « - -v.— 
s m a l l s c a l e i n d u s t r i e s . P l a n s are i n an advanced s t a g e t o 
expand and i n t e n s i f y the- a d v i s o r y and p r o m o t i o n a l s e r v i c e s 
of t h e S e r v i c i o i n the field'" o f s m a l l - s c a l e , i n d u s t r i a l i s a t i o n , 
a l s o i n c o - o p e r a t i o n w i t h the S p e c i a l Fund and t h e I . L . O . 
•14. A d i f f e r e n t approach t o t h e -ques t ion of how t o 
o r g a n i s e p r o m o t i o n a l s e r v i c e s f o r s m a l l i n d u s t r i e s i n the most 
e f f i c i e n t manner i s d e v e l o p e d w i t h apparent s u c c e s s i n B r a z i l , 
where, t h e Banco N a c i o n a l d o . P e s e n v o l v i m e n t o ' Económico (BNDE), 
t h e ' N a t i o n a l Bank l o r Economic Deve lopment , has r e c e n t l y c r e a t e d 
a f i n a n c i n g u n i t , e n t i t l e d Fundo de F inanc iamento à Pequeña e 
Média. Emprêsas (FIPEME) f o r s m a l l and'medium e n t e r p r i s e s . 
Medium and l o n g term l o a n s ar e b e i n g e x t e n d e d t o s m a l l u n i t s 
d e s i r i n g t o m o d e r n i s e t h e i r i n s t a l l a t i o n s , i n c l u d i n g workshop 
s p a c e . I n d u s t r i e s t h u s a s s i s t e d i n c l u d e t h o s e m a n u f a c t u r i n g 
b r a n c h e s - w i t h .a p a r t i c u l a r l y f a v o u r a b l e growth p o t e n t i a l , e . g . 
t h e e n g i n e e r i n g t r a d e s . Such c r e d i t " f a c i l i t i e s f o r t h e 
development' o f s m a l l u n d e r t a k i n g s have b e e n e s t a b l i s h e d t o 
promote .small . s c a l e i n d u s t r i a l i s a t i o n - i n t h e n o r t h - e a s t e r n -
r e g i o n o f t h e c o u n t r y where the S u p e r i n t e n d e n c i a de 
Desenvolvimiento do N o r d e s t e and t h e Banco do N o r d e s t e 
B r a s i l e i r o combined w i t h l o c a l banks , are g r a n t i n g l o a n s f o r 
i n v e s t m e n t i n a s e l e c t e d range o f s m a l l and medium s c a l e 
e n t e r p r i s e s up t o the amount o f 8 7 . 5 p e r c e n t , of the t o t a l 
c a p i t a l o u t l a y . Tax e x e m p t i o n s , s t a t e o r g a n i s e d i n d u s t r i a l 
e s t a t e s and o t h e r f a c i l i t i e s f o r s m a l l and medium i n d u s t r y 
have s u c c e e d e d i n c r e a t i n g a c o n s i d e r a b l e number o f new 
s m a l l e r e n t e r p r i s e s i n t h e r e g i o n . SUDENE h a s a l s o conducted 
e x t e n s i v e market r e s e a r c h and i s p r o v i d i n g t e c h n i c a l a d v i c e 
t o s m a l l employers throughout t h e r e g i o n . 
15 . The Government o f Panama w i t h t h e a c t i v e c o - o p o r a t i o n 
o f t h e I . L . O . i s c o n s u l t i n g w i t h t h e S p e c i a l Eund t o e s t a b l i s h 
a n a t i o n a l s e r v i c e f o r c r a f t s and s m a l l i n d u s t r i e s (SENAPI) 
under t h e M i n i s t r y of A g r i c u l t u r e , Commerce and I n d u s t r i e s 
w i t h a main o b j e c t i v e t o upgrade p r o d u c t i o n and t o b r i n g about 
t h e broad d i v e r s i f i c a t i o n o f t h e c r a f t s and s m a l l i n d u s t r i e s 
s e c t o r i n Panama. The s e r v i c e s t o be p r o v i d e d by SENAPI 
w i l l i n c l u d e product d e s i g n i n g , a s s i s t a n c e i n s e l e c t i o n 
and o p e r a t i o n o f machinery and m a n u f a c t u r i n g p r o c e s s e s i n 
g e n e r a l , p r o d u c t i o n o r g a n i s a t i o n , c o s t a c c o u n t i n g , g e n e r a l 
management, and m a r k e t i n g . I t i s l i k e l y t h a t t h i s new 
o r g a n i s a t i o n w i l l c o n c e n t r a t e i t s p r o m o t i o n a l s e r v i c e s on a 
few m a n u f a c t u r i n g a c t i v i t i e s o f p a r t i c u l a r importance t o t h e 
c o u n t r y , such a s food c o n s e r v a t i o n , d a i r y p r o c e s s i n g , l e a t h e r 
and woodwork and c e r a m i c s . In Ecuador the Centro de 
D e s a r r o l l o (CENDES) through i t s D i v i s i o n de A r t e s a n i a y 
Pequeñas I n d u s t r i a s , which was r e c e n t l y c r e a t e d , i s d e v e l o p i n g 
a s t h e main agency i n t h e countr:/ t o a s s i s t m a s t e r c r a f t s m e n 
and s m a l l e n t r e p r e n e u r s i n t h e i r development and growth. The 
O r g a n i s a t i o n c a r r i e s out f e a s i b i l i t y s t u d i e s , management 
t r a i n i n g , p r o d u c t i v i t y c o n s u l t a n c y and the e v a l u a t i o n o f c r e d i t 
w o r t h i n e s s . In a d d i t i o n E c u a d o r ' s i n s t i t u t i o n a l s t r u c t u r e 
f o r s m a l l i n d u s t r y development h a s an agency s p e c i a l i s e d i n 
e x p o r t s , t h e O f i c i n a de C o m e r c i a l i z a c i ó n E c u a t o r i a n a de 
P r o d u c t o s A r t e s a n a l e s , which a s s i s t s m a s t e r c r a f t s m e n i n a d -
j u s t i n g p r o d u c t i o n t o consumer r e q u i r e m e n t s i n f o r e i g n , markets 
and a c t i v e l y promotes s a l e s o f c r a f t p r o d u c t s abroad . 
16 . Among the many problems c o n f r o n t i n g L a t i n American 
c o u n t r i e s t h a t are i n the p r o c e s s of b u i l d i n g up a d v i s o r y 
s e r v i c e s f o r s m a l l i n d u s t r y , i s t h e s c a r c i t y o í p u b l i c a d m i n i -
s t r a t o r s c a p a b l e of d e s i g n i n g , i m p l e m e n t i n g and e v a l u a t i n g 
p o l i c i e s and programmes f o r s m a l l i n d u s t r y . S h o r t a g e of 
q u a l i f i e d s t a f f f o r t h e e x t e n s i o n and c o n s u l t a n c y s e r v i c e s i s 
p a r t i c u l a r l y p r e s s i n g . These s e r v i c e s have been d e s c r i b e d a s 
t h e " c u t t i n g edge" of t h e s y s t e m of p r o m o t i o n a l t o o l s employed 
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by governments t o h e l p s m a l l e n t r e p r e n e u r s i n the day t o day 
o p e r a t i o n o f t h e i r e n t e r p r i s e s , t h e s o l v i n g o f prob lems on t h e 
s p o t and i n g e n e r a l h e l p i n g them t o a d j u s t t h e i r • m a n u f a c t u r i n g 
p r o c e s s e s t o t h e e v e r - c h a n g i n g market f o r c e s , and t o t h e p r o -
g r e s s i n g s o c i o - e c o n o m i c environment i n t h e country of o p e r a t i o n . 
The t r a i n i n g o f such e x t e n s i o n p e r s o n n e l ( i n c l u d i n g t h e i r 
p e r i o d i c r e - t r a i n i n g i n order t o keep t h e i r s k i l l s u p - t o - d a t e 
and i n l i n e w i t h t h e e v o l v i n g n e e d s of i n d u s t r y ) forms an 
i m p o r t a n t p a r t o f t e c h n i c a l c o - o p e r a t i o n p r o j e c t s i n c l u d i n g 
t h o s e implemented u n d e r . a r r a n g e m e n t s w i t h the S p e c i a l Fund and 
t h e I n t e r n a t i o n a l Labour O f f i c e , t o which e a r l i e r r e f e r e n c e 
h a s been made i n t h i s p a p e r . Such n a t i o n a l t r a i n i n g programmes 
c o u l d be u s e f u l l y s u p p o r t e d and complemented by r e g i o n a l 
t r a i n i n g f a c i l i t i e s , t h e r e b y p r o v i d i n g o p p o r t u n i t y f o r c r o s s -
f e r t i l i s a t i o n of i d e a s and d e v e l o p m e n t a l methods . Such a 
r e g i o n a l f a c i l i t y f o r t h e t r a i n i n g o f h i g h l e v e l p e r s o n n e l t o 
d e s i g n and implement government programmes f o r s m a l l i n d u s t r y 
deve lopment i s b e i n g p r o v i d e d Tiy t h e A s i a n P r o d u c t i v i t y 
O r g a n i s a t i o n i n Tokyo, which o r g a n i s e s r e g u l a r l y a s i x month 
s m a l l b u s i n e s s t r a i n i n g course t o d e v e l o p t r a i n e r s and c o n -
s u l t a n t s i n management' and o r g a n i s a t i o n of s m a l l e n t e r p r i s e s . 
T h i s f a c i l i t y h a s r e c e n t l y been expanded by a companion c o u r s e 
o f s h o r t e r d u r a t i o n t o t r a i n p u b l i c p l a n n e r s and a d m i n i s t r a t o r s 
f o r s m a l l i n d u s t r y programmes. No doubt such a r e g i o n a l 
t r a i n i n g arrangement i f e s t a b l i s h e d f o r L a t i n America c o u l d 
e q u a l l y c o n t r i b u t e t o the s u p p l y o f s k i l l e d p e r s o n n e l to 
i n i t i a t e and s u s t a i n t h e p r o c e s s o f s m a l l s c a l e i n d u s t r i a l i s a t i o n 
i n t h e r e g i o n . 
17 . A l l the programmes o u t l i n e d above ar e aimed d i r e c t l y 
a t t h e s m a l l s c a l e i n d u s t r i a l i s t . To b r i n g about a r a p i d 
t r a n s f o r m a t i o n of t h e s e c t o r i t may a l s o be n e c e s s a r y t o d e v i s e 
measures which w i l l have an impact on o t h e r a r e a s a s w e l l . 
These -would i n c l u d e t h e f o l l o w i n g : h i g h e r t a r i f f s on imported 
machinery to' a c t a s a s t i m u l u s t o d o m e s t i c machinery p r o d u c t i o n 
and s a l e s ; l e g i s l a t i o n r e q u i r i n g each e n t e r p r i s e t o buy a 
minimum p e r c e n t a g e of i t s m a t e r i a l i n p u t s from l o c a l p r o d u c e r s 
( a s i n M e x i c o ) ; c o n t r o l over b u i l d i n g l i c e n s e s t o a c h i e v e a 
g r e a t e r g e o g r a p h i c a l d i s p e r s o n o f i n d u s t r y , i n t h e p r o v i n c i a l 
towns a s w e l l a s t h e major c i t i e s ; t h e u s e of "shadow" p r i c e s 
i n p l a n n i n g p u b l i c s e c t o r i n v e s t m e n t s so t h a t r e a l s o c i a l c o s t s 
and n o t j u s t p r i v a t e m a r g i n a l c o s t s ar e t a k e n i n t o a c c o u n t ; a 
more p r o g r e s s i v e t a x a t i o n sys t em t o r a i s e t h e l e v e l o i s a v i n g s 
i n order t o f i n a n c e t h e m o d e r n i s a t i o n o f t h e t r a d i t i o n a l 
s e c t o r s ; and v a r i o u s i n c e n t i v e s t o encourage l a r g e s c a l e 
i n d u s t r y t o s e l e c t t e c h n o l o g i e s more s u i t e d t o t h e i r c o u n t r y ' s 
u 
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f a c t o r endowment, so t h a t t h e i r own l a b o u r a b s o r p t i o n c a p a c i t y 
i s i n c r e a s e d . On t h i s l a t t e r q u e s t i o n of the c h o i c e o f 
t e c h n i q u e s the U.N. Economic Commission f o r L a t i n America 
have c a r r i e d out some p i o n e e r i n g s t u d i e s which have shown 
t h a t i n t h e t e x t i l e i n d u s t r y , f o r example , l e s s m e c h a n i c a l 
t e c h n i q u e s i n v o l v i n g a lower d e g r e e of a u t o m a t i c c o n t r o l 
o f equipment would e n a b l e t h e v a l u e added p e r u n i t of c a p i t a l 
i n v e s t e d t o be a p p r o x i m a t e l y d o u b l e d . 1 
Harmoni sa t ion of S o c i a l and Economic P o l i c i e s f o r Small Industry-
Development " 
18 . O b v i o u s l y government p o l i c i e s f o r s m a l l s c a l e 
i n d u s t r i a l i s a t i o n s h o u l d n o t j u s t c o n c e n t r a t e on t h e economic 
a s p e c t s o f deve lopment but shou ld e q u a l l y be concerned w i t h 
r a i s i n g working c o n d i t i o n s and l a b o u r s t a n d a r d s i n s m a l l 
m a n u f a c t u r i n g e n t e r p r i s e s . In t h i s s e c t o r , workshop p r e m i s e s 
are n o t a lways p r o p e r l y l i g h t e d and v e n t i l a t e d , working space 
i s o f t e n cramped and bad ly l a i d out and a m e n i t i e s a r e l a c k i n g , 
and working hours are l o n g e r and wages are lower than i n 
l a r g e r f a c t o r i e s . F u r t h e r , s o c i a l s e c u r i t y l e g i s l a t i o n , 
o p p o r t u n i t i e s f o r advancement and s e c u r i t y o f employment are 
i n v a r i a b l y below t h o s e p r e v a i l i n g i n l a r g e s c a l e i n d u s t r y . 2 
The e x p e r i e n c e of P u e r t o R i c o d e m o n s t r a t e s t h e p e r s i s t e n c e 
o f c e r t a i n i n e q u a l i t i e s between t h e e a r n i n g s o f workers i n 
s m a l l e r e n t e r p r i s e s a s compared t o l a r g e f i r m s . There , though 
l e g i s l a t i o n p r e s c r i b e s a medium wage of $ 1 . 2 5 p e r hour , many 
s m a l l e n t e r p r i s e s are s t i l l n o t a b l e t o a s s u r e t h e workers t h e 
e a r n i n g s f o r e s e e n by t h e p u b l i c a u t h o r i t i e s . 3 I n Colombia 
i n 1964 , t h e minimum wages e s t a b l i s h e d "by t h e M i n i s t e r o f 
Labour v a r i e d from 1 1 . 2 0 p e s o s t o 1 4 . 0 0 p e s o s p e r day f o r 
e n t e r p r i s e s w i t h f i x e d a s s e t s o f more than 2 0 0 , 0 0 0 p e s o s and 
from 9 - 8 0 p e s o s t o 1 1 . 2 0 p e s o s p e r day f o r u n d e r t a k i n g s h a v i n g 
an i n v e s t e d c a p i t a l of l e s s than 2 0 0 , 0 0 0 p e s o s . However, i n 
some a r e a s w i t h s e r i o u s unemployment a number of s m a l l e n t e r -
p r i s e s were found n o t t o comply w i t h t h e p r e s c r i b e d wage r a t e s . 6 t 
1 
C i t e d by Raul P r e b i s c h , op . c i t . 
p 
I . L . O . : E n c u e s t a r e l a t i v a a l a s i t u a c i ó n económica y 
s o c i a l de l a pequeña i n d u s t r i a y l a a r t e s a n i a en v a r i o s p a i s e s 
de América L a t i n a ; P a r t e I - C h i l e ; P a r t e I I - P u e r t o R i c o ; 
P a r t e I I Ï - Peru; P a r t e IV - Colombia (Geneva, 1964 , 
mimeographed) . 
^ I . L . O . ï op. c i t . P a r t e I I - P u e r t o R i c o , page 21 . 
^ I . L . O . : op. c i t . P a r t e IV - Colombia, page 12 . 
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1 9 . As r e g a r d s w o r k i n g c o n d i t i o n s and s a f e t y and h e a l t h 
f a c i l i t i e s s i m i l a r v a r i a t i o n s " e x i s t b e t w e e n l a r g e r and 
s m a l l e r u n d e r t a k i n g s . For C h i l e i t - h a s been r e p o r t e d t h a t 
w o r k e r s . i n l a r g e e s t a b l i s h m e n t s were g e n e r a l l y found t o e n j o y 
f a r b e t t e r working c o n d i t i o n s t h a n workers i n s m a l l e n t e r -
p r i s e s . 1 A sample s u r v e y c a r r i e d out i n 1963 by t h e I . L . O . 
i n c o - o p e r a t i o n w i t h t h e I n s t i t u t e N a c i o n a l de Promocion 
I n d u s t r i a l , i n a number of s m a l l m a n u f a c t u r i n g e s t a b l i s h m e n t s 
i n Lima, P e r u , showed t h a t 70' p e r c e n t , of t h e e n t e r p r i s e s 
were o p e r a t i n g i n r e n t e d p r e m i s e s r e s u l t i n g i n a h i g h d e g r e e 
o f e n t e r p r i s e m o b i l i t y and w i t h t h e concommitant of u n s a t i s -
f a c t o r y working c o n d i t i o n s i n o v e r h a l f of t h e e n t e r p r i s e s 
t h u s examined. A s i m i l a r s m a l l i n d u s t r y s u r v e y c a r r i e d out by 
t h e M i n i s t r y of . L e v e l opinent of I-'eru i n ^requ ipa r e v e a l e d t h a t o n l y 
30 p e r c e n t , o f t h e e x i s t i n g s m a l l e n t e r p r i s e s had w a t e r and 
sewage f a c i l i t i e s . 10 p e r c e n t , had t o i l e t s i n s t a l l e d in" 
or n e a r t h e workshops,- . whereas an e q u a l p e r c e n t a g e of t h e 
u n d e r t a k i n g s had a d e q u a t e l i g h t i n g i n t h e w o r k p l a c e . 3 Hazards 
due t o unguarded m a c h i n e r y and equipment were the"most p r e v a l e n t 
t h r e a t t o h e a l t h and l i f e i n s m a l l workshops; 70 p e r c e n t , of 
t h e e s t a b l i s h m e n t s ' : r e p o r t e d t h e e x i s t e n c e of h a z a r d s o f t h i s 
n a t u r e . 4 - The. g e n e r a l l y u n s a t i s f a c t o r y work ing and l i v i n g 
c o n d i t i o n s p r e v a i l i n g among workers engaged i n small-, i n d u s t r i e s 
a r e o f t e n accompanied by t h e n e a r a b s e n c e of t r a d e u n i o n i s m 
i n t h e s m a l l i n d u s t r i a l s e c t o r , a s compared wi th ' t h e h i g h d e g r e e 
o f u n i o n membership among workers , i n l a r g e r i n d u s t r i e s . ' As 
e l s e w h e r e - i n d e v e l o p i n g c o u n t r i e s c o n s i d e r a b l e d i f f i c u l t i e s 
a r e b e i n g e n c o u n t e r e d i n o r g a n i s i n g l a b o u r s c a t t e r e d o v e r a 
m u l t i t u d e of s m a l l g e o g r a p h i c a l l y d i s p e r s e d u n i t s 'where more -
o v e r a persona l" bond e x i s t s be tween employer and w o r k e r s . ; 
The u n d e r d e v e l o p e d . s t a t e -of t r a d e u n i o n o r g a n i s a t i o n i n t h i s 
s e c t o r h a s t h e d i s a d v a n t a g e t h a t i t i s d i f f i c u l t t o o r g a n i s e , 
a s h a s been done s u c c e s s f u l l y e l s e w h e r e , a s u i t a b l e a d m i n i -
s t r a t i v e m a c h i n e r y f o r mutual c o - o p e r a t i o n be tween management 
and l a b o u r i n t h e i n t e r e s t o f a l l t h o s e engaged, i n t h e s m a l l e r 
m a n u f a c t u r i n g i n d u s t r i e s . 
^ I . L . O . s .op.. c i t . P a r t e .I - C h i l e , Anexo I I . 
2 
I . L . O . i op . c i t . P a r t e I I I - - .Peru , page 1 6 . 
^ I . L . O . ï op . c i t . P a r t e I I I - P e r u , page 17.'-
* I . L . O . : op. c i t . P a r t e I I I - P e r u , page 1 6 . . K • I . L . O . : op. c i t . P a r t e I I I - P e r u , page 1 4 . 
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20 . There are i n d i c a t i o n s t h a t t h e s e wage d i f f e r e n t i a l s 
r e f l e c t s k i l l d i f f e r e n t i a l s a s w e l l a s l e v e l s of a p p l i e d 
t e c h n o l o g y , management and o r g a n i s a t i o n . T h i s h o l d s t r u e n o t 
o n l y f o r l a t i n America, hut has been e q u a l l y o b s e r v e d i n 
o t h e r d e v e l o p i n g c o u n t r i e s and i n a number of i n d u s t r i a l l y 
advanced c o u n t r i e s a s w e l l . In Japan, f o r example , a v e r a g e 
e a r n i n g s i n u n d e r t a k i n g s employ ing l e s s than 30 workers were 
o n l y 4 9 - 3 por c e n t , of the l e v e l f o r e n t e r p r i s e s w i t h 500 
and more employees e a c h . l 
21 . These d i s p a r i t i e s i n the s c c i a 1 and l a b o u r s t a n d a r d s 
i n l a r g e r and s m a l l e r e n t e r p r i s e s ar e r o o t e d i n t h e s i g n i f i c a n t 
p r o d u c t i v i t y gap between them, which has been n o t e d i n t h e 
f i r s t p a r t of t h i s p a p e r . The d e p r e s s e d l abour c o n d i t i o n s i n 
s m a l l i n d u s t r y i s p a r t of a v i c i o u s c i r c l e where by low 
p r o d u c t i v i t y i s bo th cause and e f f e c t of the u n s a t i s f a c t o r y 
p o s i t i o n o f t h e workers i n s m a l l u n d e r t a k i n g s . The v a r i o u s 
measures s u g g e s t e d t o r a i s e t h e l e v e l of e f f i c i e n c y i n s m a l l 
f i r m s ought t o b r i n g i n t h e i r t r a i n some o f the d e s i r e d 
improvements . But l e g i s l a t i o n s e t t i n g minimum s t a n d a r d s 
h a s o b v i o u s l y a v i t a l p a r t t o p l a y . An important q u e s t i o n 
which a r i s e s i n t h i s c o n n e c t i o n i s t h e e x t e n t t o which l a b o u r 
s t a n d a r d s can be improved by law w i t h o u t a d v e r s e l y a f f e c t i n g 
t h e s t a b i l i t y of s m a l l u n d e r t a k i n g s , t h e r a t e o f i n d u s t r i a l 
growth and the g e n e r a l l e v e l of employment. Two c o n s i d e r a -
t i o n s shou ld be borne i n mind when a t t e m p t i n g t o a s s e s s t h e 
a f f e c t s of l abour l e g i s l a t i o n i n L a t i n America. In t h e 
f i r s t pl..;.cG, e x p e r i e n c e has s h o w i n many c o u n t r i e s t h a t 
imp roved working c o n d i t i o n s and a good p h y s i c a l environment 
w i t h i n t h e u n d e r t a k i n g have an impor tant impact on morale and 
e f f i c i e n c y of w o r k e r s , on l a b o u r management r e l a t i o n s and 
c o n s e q u e n t l y on the p r o d u c t i v i t y o f t h e u n d e r t a k i n g a s a w h o l e . 
Th i s would p a r t i c u l a r l y seem t r u e i n t h e e n g i n e e r i n g t r a d e s 
where adequate l i g h t i n g , proper v e n t i l a t i o n and r a t i o n a l 
d i s t r i b u t i o n o f working space i s e s s e n t i a l t o a t t a i n a h i g h 
l e v e l of p r o d u c t i v i t y . S e c o n d l y , t h e r e i s the s u g g e s t i o n t h a t 
g e n e r a l l y s p e a k i n g i f employers a r e t o pay more f o r l a b o u r 
t h e y w i l l be induced t o o r g a n i s e t h e i r work more e f f i c i e n t l y 
ana t h e r e t o c o n t r i b u t e t o h i g h e r p r o d u c t i v i t y . In t h i s 
c o n n e c t i o n i t shou ld be emphas ised t h a t the l e v e l a t which t h e 
improved labour s t a n d a r d s are s e t w i l l depend t o a l a r g e e x t e n t 
on the type of m a n u f a c t u r i n g a c t i v i t y and on the p r e v a i l i n g 
s o c i o - e c o n o m i c c o n d i t i o n s i n each c o u n t r y . The i n t e r a c t i o n 
between s o c i o - e c o n o m i c f o r c e s , and t h e c o n t r i b u t i o n of improved 
labour c o n d i t i o n s to r a i s i n g p r o d u c t i v i t y l e v e l s , shou ld be 
f u l l y c o n s i d e r e d w h e n • e s t a b l i s h i n g and implement ing p u b l i c 
p o l i c i e s f o r the development of t h e s m a l l i n d u s t r y s e c t o r . 
1 
I . L . O . : Some Labour and S o c i a l A s p e c t s o f Economic 
Deve lopment; Report of the D i r e c t o r - G e n e r a l to t h e E i f t h 
A s i a n R e g i o n a l C o n f e r e n c e , Melbourne , 1962 (Geneva, 1 9 6 2 ) . 
